(a) Death or Disability . I  Holder's service shall terminate by reason of death or Disability, notwithstanding any contrary waiting period, installment period, vesting
schedule or Restriction Period in any Agreement or in the Plan, unless the applicable Agreement provides otherwise: (i) in the case of an Option or SAR, each outstanding Op
SAR granted under the Plan shall immediately become exercisable in full in respect of the aggregate number of shares covered thereby; (i1} in the case of Restricted Shares, th
Restriction Period applicable to each such Award of Restricted Shares shall be deemed to have expired and all such Restricted Shares, any related Retained Distributions and ¢
unpaid Dividend Equivalents shall become vested and any related cash amounts payable pursuant to the applicable Agreement shall be adjusted in such manner as may be pro
in the Agreement; and (iii) in the case of Stock Units, each such Award of Stock Units shall become vested in full.

(b} Approved Transactions; Board Change; Control Purchase . In the event of any Approved Transaction, Board Change or Control Purchase, notwithstanding any cor
waiting period, installment period, vesting schedule or Restriction Period in any Agreement or in the Plan, unless the applicable Agreement provides otherwise: (i) in the case
Option or SAR, each such outstanding Option or SAR granted under the Plan shall become exercisable in full in respect of the aggregate number of shares covered thereby;, (i
the case of Restricted Shares, the Restriction Period applicable to each such Award of Restricted Shares shall be deemed to have expired and all such Restricted Shares, any re
Retained Distributions and any unpaid Dividend Equivalents shail become vested and any related cash amounis payable pursuant to the applicable A greement shall be adjuste
such manner as may be provided in the A greement; and (iif) in the case of Stock Units, each such Award of Stock Units shall become vested in full, in each case effective upor
Board Change or Control Purchase or immediately prior to consummatien of the Approved Transaction. Notwithstanding the foregeing, unless otherwise provided in the appli
Agreement, the Board may, in its discretion, determine that any or all outstanding Awards of any or all types granted pursuant to the Plan will not vest or become exercisable ¢
accelerated basis in connection with an Approved Transaction if effective provision has been made for the taking of such action which, in the opinion of the Board, is equitabl
appropriate to substitute a new Award for such Award or to assume such Award and to make such new or assumed Award, as nearly as may be practicable, equivalent to the o
Award (before giving effect to any acceleration of the vesting or exercisability thereof), taking into account, to the extent applicable, the kind and amount of securities, cash or
assets into or for which the applicable series of Common Stock may be changed, converted or exchanged in connection with the Approved Transaction.

.2 Termination of Service .

(a) General . If a Holder's service shall terminate prior to an Option or SAR becoming exercisable or being exercised (or deemed exercised, as provided in Section 7.2) 1
or during the Restriction Period with respect to any Restricted Shares or prior to the vesting or complete exercise of any Stock Units, then such Option or SAR shall thereafter
become or be exercisable, such Stock Units to the extent vested shall thereafter be exerciseble, and the Holder's rights to any unvested Restricted Shares, Retained Disiribution
unpaid Dividend Equivalents and related cash amounts, end any such unvested Stock Units shall thereafter vest, in each case solely to the extent provided in the applicable
Agreement; provided, however, that, unless otherwise determined by the Board and provided in the applicable Agreement, (i) no Option or SAR may be exercised after the
scheduled expiration date thereof (ii) if the Holder's service terminates by reason of death or Disability, the Option or SAR shall remain exercisable for a period of at least one
following such termination (but not later than the scheduled expiration of such Option or SAR); and (iii) any termination of the Holder * s service for cause will be treated in

accordance with the provisions of Section 11.2(b).

(b) Termination_for Cause . If a Holder's service on the Board shall be terminated by the Company for "cause" during the Restriction Period with respect to any Restrict:
Shares, or prior to any Option or SAR becoming exercisable or being exercised in full or prior to the vesting or complete exercise of any Stock Unit (for these purposes, "cause
shall include dishonesty, incompetence, moral turpitude, other misconduct of eny kind and the refusal to perform his duties and responsibilities for any reason other than illnes:
ineapacity; provided, however, that if such termination occurs within 12 months after an Approved Transaction or Control Purchase or Board Change, termination for "cause” ;
mesn only a felony conviction for fraud, misappropriation of embezzlement), then, unless otherwise determined by the Board and provided in the applicable Agreement, (i) all
Options and SARs and all unvested or unexercised Stock Units held by such Holder shall immediately terminate, and (i1) such Holder's rights to all Restricted Shares, Retained
Distributions, any unpaid Dividend Equivalents and any related cash amounts shall be ferfeited immediately.

.3 Nonalienation of Benefits . Except as set forth herein, no right or benefit under the Plan shall be subject to anticipation, alienation, sale, assignment, hypothecation, pledge,
e, transfer, encumbrance or charge, and any attempt to anticipate, alienate, sell, assign, hypothecate, pledge, exchange, transfer, encumber or charge the same shall be void. Nc
fit hereunder shall in any manner be liable for or subject to the debts, contracts, liabilities or torts of the person entitled to such benefits.

4 Written Agreement . Bach Award of Options shall be evidenced by a stock option agreement; each Award of SARs shall be evidenced by a stock appreciation rights agreemx
vard of Restricted Shares shall be evidenced by a restricted shares agreement; and each Award of Stock Units shall be evidenced by a stock units agreement, each in such form
ing such terms and provisions not inconsistent with the provisions of the Plan as the Board from time to time shalt approve; provided , however , that if more than one type of A
to the same Holder, such Awards may be evidenced by a single Agreement with such Holder. Fach grantee of an Option, SAR, Restricted Shares or Stock Units shall be notifi
y of such grant, and a written Agreement shall be promptly executed and delivered by the Company. Any such Agreement may be supplemented or amended from time to time

d by the Board as contemplated by Section 11.6(b).



1.5 Designation of Beneficiaries . Each person who shall be granted an Award under the Plan may designate a beneficiary or beneficiaries and may change such designation fr
> time by filing a written designation of beneficiary or beneficiaries with the Board on a form to be prescribed by it, provided that no such designation shalk be effective unless s
o the death of such person.

1.6 Termination and Amendment .

(a) General . Unless the Plan shall theretofore have been terminated as hereinafter provided, no Awards may be made under the Plan on or u:fter the tenth snniversary o
Effective Date. The Plan may be terminated at any time prior to the tentk anniversary of the Effective Date and may, from time to time, be suspended or discontinued or modif
amended if such action is deemed advisable by the Board.

(b) Modification . No termination, modification or amendment of the Plan may, without the consent of the person to whom any Award shall theretofore have been grant
adversely affect the rights of such person with respect to such Award, except ag otherwise permitted by Section 11.17. No modification, extension, renewal or other change in
Award granted under the Plan shall be made after the grant of such Award, unless the same is consistent with the provisions of the Plan. With the consent of the Holder, or as
otherwise permitted under Section 11.17, and subject to the terms and conditions of the Plan (including Section 11.6(a)), the Board may amend outstanding Agreements with 2
Holder, including any amendment which would (i) accelerate the time or times at which the Award may be exercised and/or (ii) extend the scheduled expiration date of the Av
Without limiting the generality of the foregoing, the Board may, but solely with the Holder's consent unless otherwise provided in the Agreement, agree to cancel any Award 1
the Plan and grant a new Award in substitation therefor, provided that the Award so substituted shall satisfy all of the requirements of the Plan as of the date such new Award ;
made. Nothing contained in the foregoing provisions of this Section 11.6(b) shall be construed to prevent the Board from providing in any Agreement that the rights of the Hol
with respect to the Award evidenced thereby shall be subject to such rules and regulations as the Board may, subject to the express provisions of the Plan, adopt from time io t
impair the enforceability of any such provision.

1.7 Government and Other Regulations . The obligation of the Company with respect to Awards shall be subject to all applicable laws, rules and regulations and such approval:
vernmental agencies a§ may be required, including the effectiveness of any registration statement required under the Securities Act of 1933, and the rules and regulations of any
es exchange or association on which the Common Stock may be listed or quoted. For so long as any series of Common Stock are registered under the Exchange Act, the Comp
se its reasonable efforts to comply with any legal requirements (a) to maintain a registration statement in. effect under the Securities Act of 1933 with respect to all shares of the
ble series of Common Stock that may be issued to Holders under the Plan and (I} to file in a timely manner all reports required to be filed by it under the Exchange Act.

.8 Withholding . The Company's obligation to deliver shares of Common Stock or pay cash in respect of any Award under the Plan shall be subject to applicable federal, state
x withholding requirements. Federal, state and locat withholding tax due at the time of an Award, upon the exercise of any Option or SAR or upon the vesting of, or expiration
ions with respect to, Restricted Shares or Stock Units, as appropriate, may, in the discretion of the Board, be paid in shares of the applicable series of Common Stock already o
Holder or through the withholding of shares otherwise issnable to such Holder, upon such terms and conditions (including the conditions referenced in Section 6.5) as the Boar
ine. If the Holder shall fail to pay, or make arrangements satisfactory to the Board for the payment to the Company of, all such federal, state and local taxes required to be witht
Company, then the Company shall, to the extent permitted by law, have the right to deduct from any payment of any kind otherwise due to such Holder an amount equal to any
state or local taxes of any kind required to be withheld by the Company with respect to such Award. )

5 Nonexclusivity of the Plan . The adoption of the Plan by the Board shall not be constraed as creating any limitations on the power of the Board to adopt such other incentive
ments as it may deem desirable, including the granting of stock options and the awarding of stock and cash otherwise than under the Plan, and such arrangements may be eithes
ly applicable or applicable only in specific cases.

10 Exclusion from Other Plans . By acceptance of an Award, unless otherwise provided in the applicable Agreement, each Holder shali be deemed to have agreed that such
is special incentive compensation that will not be taken into account, in any manner, as compensation or boms in determining the amount of any payment under any pension,
ent or other benefit plan, program or policy of the Company or any Subsidiary of the Company. In addition, each beneficiary of a deceased Holder shall be deemed to have agre
h Award will not affect the amount of any life insurance coverage, if any, provided by the Company on the life of the Holder which is payable to such beneficiary under any lif
ce plan of the Company or any Subsidiary of the Company.

11 Unfunded Plan . Neither the Company nor any Subsidiary of the Company shall be required to segregate any cash or any shares of Common Stock which may at any time
nted by Awards, and the Plan shall constitute an "unfunded" plan of the Company. Except as provided in Article VIIT with respect to Awards of Restricted Shares and except as
ly set forth in an Agreement, no Holder shall have voting or other rights with respect to the shares of Common Stock covered by an Award prior to the delivery of such shares.

the Company nor any Subsidiary of the Company shall, by any provisions of the Plan, be deemed to be a trustee of any shares of Comimon Stock or any other property, and the



ties of the Company to any Holder pursuant to the Plan shall be those of a debtor pursuant to such contract obligations as are created by or pursuant to the Plan, and the rights of
r under the Plan shall be fimited to those of a general creditor of the Company. In its sole discretion, the Board may authorize the creation of trusts or other arrangements to me
tions of the Company under the Plan, provided, however , that the existence of such trusts or other arrangements is consistent with the unfunded status of the Plan.

1.12  Governing Law . The Plan shall be governed by, and construed in accordance with, the laws of the State of Delaware.

1.13  Accounts . The delivery of any shares of Common Stock and the payment of any amount in respect of an Award shall be for the account of the Company or the applicabl
liary of the Company, as the case may be, and any such delivery or payment shall not be made until the recipient shall have paid or made satisfactory arrangements for the payn
plicable withholding taxes as provided in Section 11.8,

1.14 Legends . Each certificate evidencing shares of Common Stock subject to an Award shall bear such legends as the Board deems necessary or appropriate to reflect or ref
ms, conditions or restrictions of the Award applicable to such shares, including any to the effect that the shares represented thereby may not be disposed of unless the Company
=d an opinion of counsel, geceptable to the Company, that such disposition will not violate any federal or state securities laws.

115 Company's Rights . The grant of Awards pursuant to the Plan shall not affect in any way the right or power of the Company to make reclassifications, reorganizations or
:s of or to its capital or business structure or to metrge, consolidate, liquidate, sell or otherwise dispose of all or any part of its business or assets.

1.16 Interpretation . The words "include," "includes,” “included" and “including” to the extent used in the Plan shall be deemed in each case to be followed by the words "wit]

101,
117 Section 4094. Notwithstanding anything in this Plan to the contrary, if any Plan provision or Award under the Plan would result in the imposition of an additional tax un

ection 409A and related regulations and United States Department of the Treasury pronouncements (" Section 409A"), that Plan provision or Award will be reformed to avoid
tien of the applicable tax and no action taken to comply with Section 409A shali be deemed to adversely affect the Holder's rights to an Award or require the consent of the Ho!
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FORM OF
DISCOVERY HOLDING COMPANY
TRANSITIONAL STOCK ADJUSTMENT PLAN

ARTICLE ]
Purpose Of Plan

he purpose of the Plan is (o provide for the supplemental grant of both stock options to purchase the commeon stock of Discovery Holding Company (the "Company") and of
ted shares of the Company's common stock to holders of certain outstanding options, stock appreciation rights and restricted shares issued under certain stock-based plans
istered by Liberty Media Corporation ("LMC") in connection with adjustments made to outstanding LMC stock incentive awards and restricted shares of LMC common stock |
of the spin off of the Company from LMC.

ARTICLE T
Definitions

.1 Definitions . For purposes of the Plan, the following terms shall have the meanings below stated.

" Approved Tramsaction ' means any transaction in which the Board (or, if approval of the Board is not required as a matter of law, the stockholders of the Company}) sha
approve (i) any consolidation or merger of the Company, or binding share exchange, pursuant to which shares of Common Stock of the Company would be changed or conver
into or exchanged for cash, securities, ar other property, other than any such transaction in which the common stockholders of the Company immediately prior to such transac
have the same propottionate ownership of the Common Stock of, and voting power with respect to, the surviving corporation immediately after such transaction, (ii) any merg
consolidation or binding share exchange to which the Company is a party as a result of which the Persons who are common stockholders of the Company immediately prior th
have less thau & majornity of the combined voting power of the outstanding capital stock of the Company ordinarily (and apart from the rights accruing under special circumsta
having the right fo vote in the election of directors immediately following such merger, consolidation or binding share exchange, (iif} the adoption of sny plan or proposal for:
liquidation er dissolution of the Company, or (iv) aay sale, lease, exchange or other transfer (in one transaction or a series of related transactions) of all, or substantially all, of
assets of the Company,

" Board " means the Board of Directors of the Company.
" Board Change " means, during any period of two consecutive years, individuals who at the beginning of such period constituted the entire Board cease for any reason tc
constitute a majority thereof unjess the election, or the nomination for election, of each new director was approved by a vote of at least two-thirds of the directors then still in c

who were directors at the beginning of the peried.

" Code " means the Internal Revenue Code of 1986, as amended from time to lime, or any successor statute or statutes thereto. Reference to any specific Code section sha
include any successor section.

" Commitiee " means the commuiitee of the Board appointed to administer this Plan pursuant to Artiele VIL
" Common Stock " each or any (as the context may require) series of the Company's commeon stock.

“ Company " means Discovery Holding Company, a Delawsre corporation, and any successor thereto.



* Control Purchase " means any transaction (or series of refated transactions) in which (1) any person (as such term is defined in Sections 13(d)(3) and 14(d)}(2) of the
Exchange Act), corporation or other entity (other than the Company, any Subsidiary of the Company or any employee benefit plan sponsored by the Company or any Subsidia
the Company) shall purchase any Common Stock of the Company (or securities convertible into Commeon Stock of the Company) for cash, securities or any other consideratio
pursuant to a tender offer or exchange offer, without the prior consent of the Board, or (2) any person (as such term is so defined), corporation or other entity (cther than the
Company, any Subsidiory of the Company, uny employee benefit plan sponsored by the Company or any Subsidiary of the Company or any Exempt Person (as defined below)
become the * beneficial owner ™ (as such term is defined in Rule 13d-3 under the Exchange Act), directly or indirectly, of securities of the Company representing 20% or more
the combined voting power of the then outstanding securities of the Company ordinarily (and apart from the rights accruing under special circumstances) having the right to vo
the election of directors (calculated as provided in Rule 13d-3(d) under the Exchange Act in the case of rights to acquire the Company's securities), other than in a transaction (
series of related transactions) approved by the Board. For purposes of this definition, " Exempt Person ¥ means each of (&) the Chairman of the Board, the President and each «
directors of the Company as of the Distribution Date, and (b) the respective family members, estates and heirs of each of the persons referred to in clause (1) above and any tru:
other investment vehicle for the primary benefit of any of such persons or their respective family members or heirs. As used with respect to any person, the term ™ family mem
means the spouse, siblings and lineal descendants of such person.

" Distribution * means the distribution by LMC to the holders of LMC Common Stock of all of the issued and outstanding shares of Common Stock.

* Distribution Date ™ means the date on which the Distribution occurs.

" Exchange Act " mesns the Securities Exchange Act of 1934, as amended.

" Fair Market Value * of a share of any series of Common Stock on any day means the last sale price (or, if no last sale price is reported, the average of the high bid and lc
asked prices) for a share of such series of Commen Stock on such day (or, if such day is not a trading day, on the next preceding trading day) as reported on the consolidated
transaction reporting system for the principal national securities exchange on which shares of such series of Common Stock are listed on such day or if such shares are not then
listed on a national securities exchange, then as reported on Nasdag. If for any day the Fair Market Value of a share of the applicable series of Common Stock is not determinat
any of the foregoing means, then the Fair Market Value for such day shall be determined in good faith by the Committee on the basis of such quotations and other consideratior
the Committee deems appropriate.

* Incentive Plan " means the Liberty Media Corporation 2000 Incentive Plan (As Amended and Restated Effective April 19, 2004) and any other stock option or incentive

assumed by LMC pursuant to which any Participant holds an outstanding LMC Award as of the Record Date. Depending on the context, *Incentive Plan" shall mean all of suct
plans or a particular one of such plans.

" LMC * means Liberty Media Corporation, a Delaware corporation.

® LMC Award " means (1) an unexercised and unexpired option to purchase LMC Common Stock, (2) an LMC SAR or (3) an unvested award of restricted shares of LMC
Common Stock.

" LMC Committee " means the Incentive Plan Committee of the Board of Directors of LMC.

" IMC Common Stock ™ means each or any (as the context may require) series of LMC's common stock.

" LMC Corparate Holder * means an individual who, as of Record Date, is (1) an LMC employee or (2) a member of the Board of Directors of LMC. The Committee may
ts discretion, determine that (i) an individual who does not meet any of the foregoing eriteria should be classified as an LMC Corporate Holder or (ii) an individual who otherw
wonld qualify as ant LMC Corporate Holder, should not be classified as such.

" IMC SAR " means u stock appreciation right with respect to any series of LMC Common Stock.

" Nasdaq * means The NASDAQ Stock Market.

" Option " means an option to purchase Common Stock, granted by the Company to a Participant pursuant to Section 6.1 of the Plan.



" Porticipam * means a person who is an LMC Corporate Holder and who, as of the Record Date, holds an outstanding LMC Award.

" Person " means an individual, corporation, limited Liability company, partnership, trust, incorporated or unincorporated association, joint venture or other entity of any |
* Plan " means the Discovery Holding Company Transitional Stock Adjustment Plan, as set forth herein and as from time to time amended.

" Record Date * means 5:00 p.m., New York City time, on Tuly 15, 2005.

" Restricted Stock Award " means an award of restricted shares of Common Stock, granted by the Company to # Participanl pursuant to Section 5.1.

* Stock Incentives " refers collectively to Restricted Stock Awards and Options.

" Subsidiary " of a Person means any present or futire snbsidiary (as defined in Section 424(f) of the Code) of such Person or any business entity in which such Person o
directly or indirectly, 50% or more of the voting, capital or profits interests, An entity shall be deemed a subsidiary of a Person for purposes of this definition only for suck per
as the requisite ownership or control relationship is maintained.

ARTICLE 11}
Reservation of Shares

he aggregate number of shares of Commeon Stock which may be issued under this Plan shali not exceed { | shares, subject to adjustment as hereinafter provided, Any ¢

] sheres may be issued pursuant to Restricted Stock Awards. The shares of Common Stock which may be granted pursuant to Stock Incentives will consist of either
ized but unissued shares of Common Stock or shares of Common Stock which have been issued and reacquired by the Company, including shares purchased in the open market
imber of shares authotized under this Plan shall be subject to increase ar decrease in order to give effect to the adjustment provision of Section 9.3 and to give effect to any
ment adopted as provided in Section 8.1.

ARTICLE 1V
Participation in Plan

1 Eligibility to Receive Stock Incentives . Stock Incentives under this Plan may be granted only to persons who are Participants,

2 Participation Not Guarantee of Employment . Nothing in this Plan or in the instrument evidencing the grant of a Stock Incentive shall in any manner be construed to limit ir
> right of the Company, LMC or any of their respective Subsidiaries to terminate a Participant’s employment at any time, without regard to the effect of such termination on any
uch Participant would otherwise have under the Plan or any Incentive Plan, or give any right to such a Participant to remain employed by the Company, LMC or any of their
ive Subsidiaries in any particular position or at arly particular rate of compensation.

ARTICLE YV
Stock Awards

1 Grant of Restricted Stock Aweards .

() Grant . Restricted Stock Award(s) shatl be granted to each Participant whe, as of the Record Date, holds an outstanding LMC Award(s} consisting of unvested restric
shares of LMC Common Stock. .

(1) Award of Shares . Each Restricted Stock Award shall be for the same series of Common Stock as the corresponding award of restricted shares of LMC Common Stox
which such Restricted Stock Award relates. The number of shares of Common Stock covered by a Restricted Stock Award shall be 0.10 shares of Common Stock for each shar
L.MC Common Stock under the corresponding award of restricted shares of LMC Common Stock which such Restricted Stock Award replaces; provided , however , no fractior
shares of Common Stock shall be awarded under a Restricted Stock Award, and, if the foregoing adjustment results in any fractional shares, LMC will deliver cash in lieu of su



fractional share interest to the applicable Participant in the same manner as cash in lien of fractional share interests is paid to record holders of LMC Common Stock in the
Distribution. Bach Restricted Stock Award and the restricted shares of Common Stock issued thereunder shall continue to be subject to ail the terms and conditions of the appl
Incentive Plan and sssociated instrument under which the corresponding award of restricted shares of LMC Common Stock was made and any such terms, conditions and
restrictions as may be determined to be appropriate by the Committee.

(¢} Lapse of Restrictions . The restrictions on each Restricted Stock Award shall lapse in accordance with the terms and conditions of the applicable Incentive Plan and
associated instrument under which the corresponding award of restricted shares of LMC Common Stock was made; provided, however, that a Participant’s employment or sers
with the Company, LMC or any of their respective Subsidiaries shall be deemed to be employment or service with the Company and LMC for all purposes under a Restricted
Award. ’

{(d) Award Documentation . Restricted Stock Awards shall be evidenced in such form as the Committee shall approve and contain such terms and conditions as shall be
contained therein or incorporated by way of reference to the Incentive Plan or any associated instrument governing the corresponding award of restricted shares of LMC Comr
Stock, which need not be the same for all Restricted Stock Awards.

(&) Rights with Respect to Shares . No Participant who is granted a Restricted Stock Award shall have any rights as a stockholder by virtue of such grant until shares are
actually issued or delivered to the Participant,

ARTICLE VI
Options

1 Grant of Options .

{(a) Grant . Option(s) shall be granted to each Participant who, as of the Record Date, holds an outstanding LMC Award(s) consisting of an option to purchase shares of
Common Stock or an L, MC SAR. Except as otherwise provided in this Plan, each Option shall continue to be subject to all the terms and conditions of the applicable Incentive
and associated instrument under which the corresponding option to purchase LMC Common Stock or LMC SAR (to the extent such terms and conditions would be applicable
grant of an Option) was made and any such terms, conditions and restrictions as may be determined to be appropriate by the Committee,

(b) Option Shares . Each Option shall be for the same series of Common Stock as the corresponding option for LMC Common Stock or LMC SAR to which such Optio
relates. The number of shares of Common Stock exercisable under an Option shall be the number of shares of Common Stock that a Participant would have received in the
Distribution if the applicable option for LMC Commeon Stock had been exercised immediately prior to the Record Date or, in the case of an LMC SAR, the same number of sh
of Common Stock that would have been received in the Distribution if the LMC SAR has been an option exercised immediately prior to the Record Date for the number of sha
LMC Common Stock, subject to the LMC SAR; provided , however , no fractional shares of Common Stock shall be awarded under an Option, and, if the conversion of an opt
purchase shares of LMC Common Stock or an LMC SAR into an Option results in any fractional shares, the mumber of shares of Common Stock to be exercisable under an Of
shall be rounded up to the nearest whole number of shares.

{c) Option Price . The purchase price per share of Commen Stock under each Option shall be established by the Committee. The Option price shall be subject to adjustn
in accordance with the provisions of Section 9.3 hereof,

(d) Option Documentation . Options shall be evidenced in such form as the Committee shall approve and contain such terms and conditions as shall be contained therein
incorporated by way of reference to the Incentive Plan or any associated instntment goveming the corresponding option to purchase LMC Common Stock or LMC SAR (to the
extent such terms and conditions would be applicable to the grant of an Option), which need not be the same for 1l Options,

' Exercise and/or Teymination of Options .

(a) Terms of Option . Options granted under this Plan may be exercised at the same time and in the same manner as the corresponding option to purchase LMC Common
Stock ar LMC SAR (to the extent applicable to the grant of an Option). Options granted under this Plan shall expire at the same time and in the same manner as the correspondi
option to purchase LMC Common Stock or LMC SAR (to the extent applicable to the grant of an Option), as provided in the applicable Incentive Plan and any associated
instrument governing such aption to purchase LMC Commen Stock or LMC SAR,; provided, however, that a Participant's employment or service with the Company, LMC or a



their respective Subsidiaries shal] be deemed to be employment or service with the Company and LMC for all purposes under an Option.

() Payment on Exercise . No shares of Common Stock shall be issued on the exercise of an Option unless paid for in full at the time of purchase. Payment for shares of
Common Stock purchased upen the exercise of an Option and any amounts required under Section 9.4 shall be determined by the Commitiee and may consist of (i) cash, (i) c
iii) promissory note (subject to applicable law), (iv) whole shares of any series of Common Stock, (v) the withholding of shares of the applicable series of Common Stock iss
upon such exercise of the Option, (vi) the delivery, together with a properly executed exercise notice, of irrevocable instructions to a broker to deliver promptly to the Compar
amount of sale or loan proceeds reqaired to pay the purchase price, or (vii) any combination of the foregoing methods of payment, or such other consideration and method of
payment as may be permitted for the issuance of shares under the Delaware General Corporation Law. The permitted method or methods of payment of the amoumts payable u
exercise of an Option, if ather than in cash, shall be sef forth in the applicable Option agreement and may be subject to such conditions as the Committee deems appropriate.

(¢} Fafne of Shares . Unless otherwise determined by the Committee and provided in the applicable Option agreement, shares of any series of Common Stock delivered
payment of &ll or any part of the amounts payable in connection with the exercise of an Option, and shares of any series of Common Stock withheld for such payment, shall be

valued for such purpase at their Fair Market Value as of the exercise date,

(d) Lsuance of Shares . The Company shall effect the transfer of the shares of Common Stock purchased under the Option as soon as practicable after the exercise there
payment in full of the purchase price therefor and of any amounts required by Section 9.4, and within a reasonable time thereafter, such transfer shall be evidenced on the bool
the Company. Unless otherwise determined by the Committee and provided in the applicable Option agreement, (i) no Participant or other person exercising an Option shall h.
any of the rights of a stockholder of the Company with respect to shares of Common Stock subject to an Option granted under the Plan until due exercise and full payment has
made, and (ii) no adjustment shall be made for cash dividends or other rights for which the record date is prior to the date of such due exercise and‘full payment.

ARTICLE vII
Administration of Plan

1 The Commirtee . This Plan shall be administered solely by the Compensation Committee of the Board or such other committee of the Board as the Board shall designate to
ster the Plan. A majority of the Committee shall constitute & quorum thereof and the actions of a msjority of the Committee at a meeting at which a quorum is present, or action
1ously approved in writing by all members of the Committee, shall be the actions of the Committee. Vacancies eccurring on the Committee shall be filled by the Board. The
ittee shall have full and final authority to interpret this Plan and any instruments evidencing Stock Incentives granted hereunder, to prescribe, amend and rescind rules and

ions, if any, relating to this Plan and to make all determinations necessary or advisable for the administration of this Plan. The Committee's determination in all matters referred
shall be conclusive and binding for all purposes and upon all persons including, but without limitation, the Company, LMC, the shareholders of the Company, the sharcholders
he Committee and each of the members thereof, and the Participants, and their respective successors in interest. The Committee may delegate any of its rights, powers and duti
> ar more of its members, or to any other person, by written action as provided herein, acknowledged in writing by the delegate or delegates, except that the Commitiee may no
e to any person the anthority to grant Stock Incentives to, or take other action with respect to, Participants who are subject to Section i6 of the Exchange Act. Such delegation 1
, without limitation, the power to execute any documents on behalf of the Committee.

2 Liability of Committee . No member of the Commitiee shail be liable for any actien or determination made or taken by him or the Committee in good faith with respect to t}
he Committee shall have the power to engage outside consultants, auditors or other professionals to assist in the fulfillment of the Committee’s duties under this Plan at the

ny's expense.

3 Determinations of the Committee . The Committee may, in its sole discretion, waive any provisions of any Stock Incentive, provided such waiver is not inconsistent with thy
f the applicable Incentive Plan, any associated instrument or this Plan as then in effect.

ARTICLE VIII
Amendment and Termination of Plan

| Amendment, Modification, Suspension or Termiation . The Board may from time to time amend, medify, suspend or terminate the Plan for the purpose of meeting or addre
nges in legal requirements or for any other purpase permitted by law except that (i) subject to Section 9.6, no amendment aor alteration that would impair the rights of any Partic
ny Stock Incentive awarded to such Participant shall be made without such Participant's consent and (ii) no amendment or alteration shall be effective prior to approval by the
1y's shareholders ta the extent such approval is then required pursuant to applicable legal requirements or the applicable requirements of the securities exchenge on which the
ny's Common Stock is lsted. With the consent of the Participant, or as otherwise permitted under Section 9.6, and subject to the terms and conditions of the Plan, the Comrmitte



mend outstanding Stock Incentive agreements with any Participant, including any amendment which would (i) accelerate the time or times at which the Stock Incentive may be
sed and/or (ii) extend the scheduled expiration date of the Stock Incentive.

2 Termination . The Board may at any time terminate this Plan as of any date specified in a resolution adopted by the Board. If not earlier terminated, this Plan shall terminat
t date that any Option granted hereunder may be exercised or any restriction applicable to a Restricted Stock Award granted hereunder has lapsed, whichever ocours later.

ARTICLE IX
Miscellaneous Provisions

1 Exclusion from Pension and Profit-Sharing Computation . By acceptance of a Stock Incentive, unless otherwise provided in the applicable Stock Incentive agreement, eack
pant shall be deemed to have agreed that such Stock Tncentive is special incentive compensation that will not be taken into account, in any manner, as salary, compensation or t
nnining the amount of any payment under any pension, retirement or other employee benefit plan, program or policy of the Company or any Subsidiary of the Company. In ad
eneficiary of a deceased Participant shall be deemed to have agreed that such Stock Incentive will not affect the amount of any life insurance coverage, if any, provided by the
iny on the life of the Participant which is payable to such beneficiary under any life insurance plan covering employees of the Company or any Subsidiary of the Company.

2 Government and Other Regulations . The obligation of the Company with respect to Stock Incentives shall be subject to all applicable laws, rules and regulations and such
als by any governmental agencies as may be required, including the effectiveness of any registration statement required under the Securities Act of 1933, and the rules and

ions of any securities exchange or association on which the Common Stock may be listed or quoted. For so long as any $eries of Common Stock is registered under the Exchan
e Company shall use its reasonable efforts to comply with any legal requirements (i) to maintain a registration statement in effect under the Securities Act of 1933 with respect
of the applicable series of Common Stock that may be issued to Participants under the Plan and (ji) to file in a timely manner all reports required to be filed by it under the Exel

3 Adjustments .

{a) If the Company subdivides its outstanding shares of any series of Common Stock into a greater number of shares of such series of Common Stock (by stock dividend
stock split, reclassification, or otherwise) or combines its outstanding shares of any series of Common Stock into a smalter number of shares of such series of Common Stock
reverse stock split, reclassification, or otherwise) or if the Committee determines that any stock dividend, extraordinary cash dividend, reclassification, recapitalization,
reorganization, split-up, spin-off, combination, exchange of shares, warrants or rights offering to purchase such series of Common Stock or other similar corporate event (inclu
miergers or consolidations other than those which constitute Approved Transactions, adjustments with respect to which shall be governed by Section 9.3(b)) affects any series ¢
Common Stock so that an adjustment is required to preserve the benefits or potential benefits intended to be made available under the Plan, then the Committee, in its sole disc
and in such manner as the Committee may deem equitable and appropriate, may make such adjustments to any or all of (i) the number and kind of shares of stock subject to
ontstanding Stock Incentives, and (ii) the purchase or exercise price with respect to any of the foregoing, provided, however, that the number of shares subject to any Stock Inc
shall always be a whole number. Notwithstanding the foregoing, if all shares of any series of Common Stock are redeemed, then each outstanding Stock Incentive shall be adju
to substitute for the shares of such series of Common Stock subject thereto the kind and amount of cash, securities or other assets issued or paid inthe redemption of the equivi
number of shares of such series of Common Stock and otherwise the terms of such Stock Incentive, including, in the case of Options or similar rights, the aggregate exercise pi
shall remain constant before and after the substitution (unless otherwise determined by the Committee and provided in the applicable Stock Incentive agreement). The Commit
may, if deemed appropriate, provide for a cash payment of a Stock Incentive fo a Participant in connection with any adjustment made pursuant to this Section 9.3(a).

(b) Approved Transactions: Board Change; Control Purchase . I the event of any Approved Transaction, Board Change or Control Purchase, notwithstanding any con
waiting period, installment period, vesting schedule or restriction period in any Stock Tncentive agreement or in the Plan, untess the applicable Stock Incentive agreement provi
atherwise: (i) in the case of an Option, each such outstanding Option granted under the Plan shall become exercisable in full in respect of the aggregate number of shares cover
thereby; and (if) in the case of Common Stock awarded under a Restricted Stock Award, any restriction period appiicable to each such Common Stock shall be deemed to have
expired and all such Common Stock shall become vested. Notwithstanding the foregoing, unless otherwise provided in the applicable Stock Incentive agreement, the Comumitte
may, in its discretion, determine that any or all outstanding Stock Incentives of any or all types granted pursuant to the Plan will not vest or become exercisable on an accelerat
basis in connection with an Approved Transaction if effective provision has been made for the taking of such action which, in the opinion of the Committee, is equitable and
appropriate to substitute n new Stock Incentive or to assume such Stock Incentive and to make such new or assumed Stock Incentive, as nearly as may be practicable, equivaler
the old Stock Incentive (before giving effect to any acceleration of the vesting or exercisability thereof), taking into account, to the extent applicable, the kind and amount of
securities, cash or other assets into or for which the applicable series of Commeon Stock may be changed, converted or exchanged in connection with the Approved Transaction



4 Withholding of Taxes . The Company's obligation to deliver shares of Common Stock or pay cash in respect of any Stock Incentives under the Plan shall be subject to applic
, state and local tax withholding requirements. Federal, state and local withholding tax due upon the exercise of any Option or upon the vesting of, or expiration of restrictions w
to Common Stock granted under Restricted Stock Awards, may, in the discretion of the Committee, be paid in shares of the applicable series of Common Stock already owned
ticipant or through the withholding of shares otherwise issuable to such Participant, upon such ferms and conditions {including the conditions referenced in Section 6.2) as the
ttee shall determine. If the Participant shall fail to pay, or make arrangements satisfactory to the Committee for the payment of, all such federal, state and local taxes required to
d with respeet to 8 Stock Incentive, then the Company shall, to the extent permitted by law, have the right to deduct from any payment of any kind otherwise due to such Partic
unt equal to any federal, state or local taxes of any kind required to be withheld with respect to such Stock Incentive.

5 Restrictions on Benefit . Notwithstanding any provision of this Plan to the contrary, the provisions of any Incentive Plan concerning restrictions on benefits (in order to avoi
axes on the Participant under Section 4999 of the Code or the disallowance of a deduction to the Company pursuant to Section 280G of the Code) are specifically incorporated
rence.

5 Section 4094. Notwithstanding any provision in this Plan or the Incentive Plan to the contrary, if any Plan or Incentive Plan provision or any Stock Incentive thereunder wou
1 the imposition of an additional tax under Code Section 409A and related regulations and United States Department of the Treasury pronouncements ("Section 409A"), that Pls
re Plan provision and/or that Stock Incentive will be reformed to avoid imposition of the applicable tax and no action taken to comply with Section 409A shall be deemed to

ly affect the Participant's right to a Stock Incentive or require the consent of the Participant.

WITNESS WHEREOF, this document has been executed effective as of the Record Date,

DISCOVERY HOLDING COMPANY

By: i
Name:
Title:

nks
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Exhib;i

INDEMNIFICATION AGREEMENT

his AGREEMENT is made and entered into this { ] day of [ ]. 2005, by and between Discovery Holding Company, a Delaware corporation (the " Company™), &
] ¢the "Indemnitee"). .

VHEREAS, it is essential to the Campany and its mission to retain and attract as officers and directors the most capable persons available,
VHEREAS, the Company has asked [ndemunitee to serve as a(n) {officer)/[director] of the Company;

/HEREAS, bath the Company and Indemnitee recognize the omnipresent risk of litigation and other claims that are routinely asserted against officers and directors of compani
ing in the public arena in the current environment, and the attendant costs of defending even wholly frivolous claims;,

JHEREAS, it has become increasingly difficult to obtain insurance against the risk of personal liability of officers and directors on terms providing reasonable profection ta the
tual at reasonable cost to the companies;

JHEREAS, the certificate of incorporation and Bylaws of the Company provide certain indemnification rights to the officers and directors of the Company, as provided by Dele

JHEREAS, to induce Indemnitee to become a(n) [officer)/[director] of the Company, in recognition of Indemnitee's need for substantial protection against personal liability in «
ince Indemnitee's continved service to the Company in an effective manner, the increasing difficulty in obtaining and maintaining satisfactory insurance coverage, and Indemm:
& on assurance of indemmification, the Compeny wishes to provide in this Agreement for the indemnifieation of and the advancing of expenses to Indemnitee 1o the fullest exte
ted by law (whether partial or complete) and as set forth in this Agreement, and, {o the extent insurance is maintained, for the continued coverage of Indemnitee under the Com
rs' and officers' liability insurance policies; '

OW, THEREFORE, in consideration of the premises, the mutual covenants and agreements contained herein and Indemnitee’s continuing to serve as an officer of the Compan;
hereto agree as follows;

Certain Definitions :

(a) Change in Control :  shall be deemed to have occurred if (i) any "person® (as such term is used in Sections 13(d) and 14(d) of the Securities Exchange Act
1934, as amended), other than a trustee or other fidueiary holding securities under an employee benefit plan of the Company or a corporation owned directly or indirect
the stockholders of the Company in substantially the same proportions as their ownership of stock of the Company, is or becomes the "beneficial owner” (as defined in
Rule 13d-3 under such Act), directly or indirectly, of securities of the Company representing 26% or more of the total voting power represented by the Company's then
outstanding Voting Securities, or (ii) during any period of two consecutive years, individuals who at the beginning of such period constitute the Board of Directors of t
Company and any new director whose election by the Board of Direstors or nomination for election by the Company's stockholders was approved by a vote of at least t
thirds (66 2/ 3 %) of the directors then still in office who either were directors at the beginning of the period or whose election or nomination for election was previousl
approved, cease for any reason to constitute a majority thereof, or (i) the stockholders of the Company approve a merger or consolidation of the Company with any ot
corporation, other than a merger ar consolidation which would result in the Voting Securities of the Company outstanding immediately prior thereto continuing to repr
feither by remaining outstanding or by being converted into Voting Securities of the surviving entity) at least 80% of the total voting power represented by the Voting
Sccurities of the Company or such surviving entity outstanding immediately after such merger or consolidation, or the stockholders of the Company approve a plan of
complete Haquidation of the Company or an agreement for the sale or disposition by the Company of (in one transaction or 2 series of transactions) all or substantially al
Company's assets.



{b) Claim: any threatened, pending or completed action, suit or proceeding, whether instituted by the Company or any other party, or any inquiry or investigs
that Indemnitee in good faith believes might lead to the institution of any such action, suit or proceeding, whether civil (including intentional and unintentional tort clan
criminal, administrative, investigative or other.

{c) FExpenses: include attorneys'fees and all other costs, expenses and obligations paid or incorred in connection with investigating, defending, being a witnes
participating in (including on appeal), or preparing to defend, be a witness in or participate in, any Claim relating to any Indemnifiable Event.

(d) Indemnifiable Event : any event or occurrence related to the fact that Indemnitee is or was a director, officer, employee, agent or fiduciary of the Company.
or was serving at the request of the Company as a director, officer, employee, tristee, agent or fiduciary of another corporation, partnership, joint venture, employee be;
plan, trust or other enterprise, or by reason of anything done or not done by Indemnitee in any such capacity.

(&) Independent Legal Counsel :  an sttorney or firm of attorneys, selected in accordance with the provisions of Section 3, who shall not have otherwise perforr
services for the Company or Indemnitee within the last five years (other than with respect to matters concerning the rights of Indemnitee under this Agreement, or of ot!
indemnitees under similar indemnification agreements).

(fy Reviewing Party . any appropriate person or body consisting of a member or members of the Company's Board of Directors or any other person or body
appointed by the Company's Board of Directors who is not a party to the particular Claim for which Indemnitee is seeking indemnification, or Independent Legal Coun:

(g) Voting Securities : shares of any series or class of common stock or preferred stock of the Company, in each case, entitled to vote generally upon all matter
may be submitted to a vote of stockholders of the Company at any annual or special meeting thereof.

Basic Indemnification Arrangement .

(a) Inthe event Indemnitee was, is or becomes a party 1o or witness or other participant in, or is threatened to be made a party to or witness or other participant in,
Claim by reason of (or arising in part ovt of) ar Indemnifiable Event, the Company shal} mdemnify Indemnitee to the fullest extent permitted by law as soon as practica
but in any event no later than thirty days after written demand is presented to the Company, against any and all Expenses, judgments, fines, penalties and amounts paid s
settlement (including all interest, assessments and other charges paid or payable in connection with or in respect of such Expenses, judgments, fines, penalties or amoun
paid in settlement) of such Claim. If so requested by Indemnitee, the Company shall advance (within two business days of such request) any and all Expenses to Indems
as incurred (an "Expense Advance”),

() Notwithstanding the foregoing, (i) the obligations of the Company under Section 2(a) shall be subject to the condition that the Reviewing Party shall not have
determined (in a writter: opinion, in any case in which the Independent Legal Counsel referred to in Section 3 hereof is involved) that Indemnitee would not be permittex
be indemnified under applicable law, and (ii) the ebligation of the Company to make an Expense Advance pursiant to Section 2(a) shall be subject to the condition that,
when and to the extent that the Reviewing Party determines that Indemnitee would not be permitted to be so indemnified under applicable law, the Company shall be en
to be reimbursed by Indemnitee (who hereby agrees to reimburse the Company) for all such amounts theretofore paid; provided, however, that if Indemnitee has comme
or thereafier commences legal proceedings in a court of competent jurisdiction to secure a determination that Indemnitee should be indemnified under applicable law, an
determination made by the Reviewing Party that Indemnitee would not be permitted fo be indemnified under applicable law shall not be binding and Indemnitee shall nc
required to reimburse the Company for any Expense Advance until a final judicial determination is made with respect thereto (as to which all rights of appeal therefrom
been exhausted or lapsed). If there has not been a Change in Control, the Reviewing Party shall be selected by the Board of Directors, and if there has been such a Chany
Control (other than a Change in Controi which has been approved by a majority of the Company’s Board of Directors who were directors immediately prior to such Cha;
in Control), the Reviewing Party shall be the Independent Legal Counsel referred to in Section 3 hereof. If there has been no determination by the Reviewing Party or if
Reviewing Party determines that [ndemnitee substantively would not be permitted to be indemnified in whole or in part under applicable law, Indemnitee shall have the
1o commence litigation in any court in Delaware having subject matter jurisdiction thereof and in which venue is proper seeking an initial determination by the court or
challenging any such determination by the Reviewing Party or any aspect thereof, including the legal or factual bases therefor, and the Compeny hereby consents to serv
of process and agrees to appear in any such proceeding. Any determination by the Reviewing Party otherwise shall be conclusive and binding on the Company and
Indemnitee.

Change in Connrol . The Company agrees that if there is a Change in Control of the Company (other than a Change in Control which has been approved by a majority of the
y’s Board of Directors who were directors immediately prior to such Change in Control) then with respect 1o all matiers thereafler arising cencerning the rights of Indemnitee tc



nity payments and Expense Advances under this Agreement or any other agreement or Company Bylaw or charter provision now or hereafter in effect relating to Claims for
nifiable Events, the Company shall seek legal advice only from Independent Legal Counsel selected by Indemnitee and approved by the Company (which approval shall not be
onably withheld). Such counsel, among other things, shall render its written opinion to the Company and Indemnitee as to whether and to what extent Indenmitee would be per:
ndemnified under applicabie law. The Company agrees to pay the reasonsble fees of the Independent Legal Counsel referred to above and to fully indemnify such counsel agais
| expenses (including attorneys' fees), claims, liabilities and damages arising out of or relating to this Agreement or its engagement pursuant hereto.

Indemnification for Additional Expenses . The Company shall indemnify Indemnitee against any and all expenses (including attorneys' fees) and, if requested by Indemnit
within two business days of such request) advance such expenses to Indemnitee, which are incurred by Indemnitee in connection with any action brought by Indemnitee (wheth
nt to Section 17 of this Agreement or otherwise) for (i) indemnification er advance payment of Expenses by the Company under this Agreement or any other agreement or Con

or charter provision now or hereafter in effect relating to Claims for Indemnifiable Events or (ii) recovery under any directors' and officers' liability insurance policies maintair
mpany, to the fullest extent permitted by law, regardless of whether Indemnitee ultimately is determined to be entitled te such indemnification, advance expense payment or
1ce recovery, as the case may be.

Partial Indemnity . If Indemnitee is entitled under any provision of this Agreement to indemnification by the Company for some or a portion of the Expenses, judgments,
es and amounts paid in settlement of a Claim but not, however, for all of the total amount thereof, the Company shall nevertheless indemnify Indemnitee for the portion thereof
Indemnitee is entifled. Moreover, notwithstanding any other provision of this Agreement, to the extent that Indemnitee has been snecessful on the merits or otherwise in defens
all Claims relating in whole or in part to an Indemnifiable Event or in defense of any issue or matter therein, including dismissat without prejudice, Indemnitee shall be indemn
| all Expenses incurred in connection therewith.

Burden of Proof.  In connection with any determination by the Reviewing Party or otherwise as to whether Indemnitee is entitled to be indemnified hereunder, the burden
hall be on the Company to establish that Indemnitee is not so entitled.

No Presumptions . For purposes of this Agreement, the temmination of any claim, action, suit or proceeding, by judgment, order, settlement (whether with or without court
sl or conviction, or upon a plea of nolo contendere, or its equivalent, shall not create a presumption that Indemnites did not meet any particular standard of conduet or have an
lar belief or that a court has determined that indemnification is not permitted by applicable law. In addition, neither the failure of the Reviewing Party to have made a determin:
hether Indemnitee has met any particular standard of conduct or had any particular belief, nor an actual determination by the Reviewing Party that Indemnitee has not met such
d of conduct or did not have such belief, prior to the commencement of legal proceedings by Indemnitee to secure a judicial determination that Indemnitee should be indemnif
pplicable law shall be a defense to Indemnitee's claim or create a presumption that Indemnitee has not met any particular standard of conduet or did not have any particular bel

Nonexclusivity; Subsequent Change in Law . The rights of the Indemnitee herennder shall be in addition to any other rights Indemnitee may have under the Company's By
ficate of incarporation or under Delaware law, or otherwise. To the extent that a change in Delaware law (whether by statute or judicizl decision) permits greater indemnificatic
ent than would be afforded cusrently under the Company's Bylaws and certificate of incorporation and this Agreement, it is the intent of the parties hereto that Indemnitee shall
Agreement the greater benefits so afforded by such change.

Liability Insurance . To the extent the Company maintains an insurance policy or policies providing directors' and officers' liahility insurance, Indemnitee shall be covered
licy or policies, in accerdance with its or their terms, to the maximum extent of the coverage available for any Company director or officer.

. Amendments; Waiver . No supplement, modification or amendment of this Agreement shall be binding unless executed in writing by both of the parties hereto. No waive
he provisions of this Agreement shell be deemed or shall constitute a waiver of any other provisions hereof (whether or not similar) nor shall such waiver constitute a continuir

Subrogarion . In the event of payment under this Agreement, the Company shall be subrogated to the extent of such payment to all of the rights of recovery of Indemnitec
ecule all papers required and shall do everything that may be necessary to secure such rights, including the execution of such documents necessary to enabie the Company
ely to bring suit to enforee such rights.

No Duplication of Payments . The Company shall not be liable under this Agreement to make any payment ir. connection with any Claim made against Indemnitee to the
ndemnitee has otherwise actually received payment (under any insurance policy, Bylaw or otherwisej of the amounts otherwise indemnifiable hereunder.

Binding Effect. This Agreement shall be binding upon and inure to the benefit of and be enforceable by the parties hereto and their respective siecessors (including any d



rect successor by purchase, merger, consclidation or otherwise to all or substantially all of the business or assets of the Company), assigns, spouses, heirs, executors and person
epresentatives. This Agreement shall continue in effect regardless of whether Indemnitee continues to serve as an officer of the Company or of any other enterprise at the Comp
L

4. Severability . The provisions of this Agreement shall be severable in the event that any of the provisions hereof (including any provision within a single section, paragrap
ce) is held by a court of competent jurisdiction to be invalid, void or otherwise unenforceable in any respect, and the validity and enforceability of any such provision in every ¢
t and of the remaining provisions hereof shall not bé in any way impaired and shall remain enforceable to the fullest extent permitted by law.

5. Effective Date . This Agreement shall be effective as of the date hereof and shall apply to any claim for indemnification by the Indemnitee on or after such date.

5. Governing Law . This Agreement shall be govemed by and construed and enforced in accordance with the laws of the State of Delaware applicable to contracts made an
ned in such state without giving effect to the principles of conflicts of laws.

. Injunctive Relief. The parties hereto agree that Indemnitee may enforce this Agresment by seeking specific performance hereof, without any necessity of showing irrepal
r posting a bond, which requirements are hereby waived, and that by seeking specific performance, Indemnitee shall not be precluded from seeking or obtaining any other relie:
he may be entitled.
] WITNESS WHEREOQT, the parties hereto have executed this Agreement as of the date set forth above.

DISCOVERY HOLDING COMPANY

By:

INDEMNITEE

inks
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DISCOVERY HOLDING COMPANY
12300 Liberty Boulevard :

Englewood, Colorado 80112

e are currently a subsidiary of Liberty Media Corporation, which we refer to as "LMC." Our assets and businesses consist of 100% of Ascent Media Group, Inc. and LMC's 50
ship interest in Discovery Communications, Ine. LMC has determined to spin off our company by distributing to LMC's shareholders, as a dividend, all of our common stock,

or each share of LMC Series A common stock or LMC Series B common stock held by you as of 5:00 p.m., New York City time, on July 15, 2005, the record date for the
ition, you will receive 0.10 of a share of the same series of our common stock. If as a result of the foregoing ratio you would be entitled to a fraction of a share of our common .
i receive cash in lieu of a fractional share interest. We expect the shares of our ecommon stock to be distributed by LMC to you on or about July 21, 2005, which we refer to as
ition date. ‘

o vote of LMC's shareholders is required in connection with the spin off. No action is required of you to receive your shares of our commeon stock.

lere is ne current trading market for our common stock. We have applied to list our Series A common stock and Series B common stock an the Nasdaq National Market under
s "DISCA" and "DISCE," respectively, on the distribution date. On July 8, 2005, when-issued trading in our Series A common stock commenced on the OTC Bulletin Board u
1bol "DCHAV."

n reviewing this information statement, you should carefully consider the matters described under the caption "Risk Factors" beginning ¢
5.

either the Securities and Exchange Commission nor any state securities commission has approved or disapproved these securities or determined if this information
ent fs truthful or complete. Any representation to the contrary is a criminal offense.

The date of this information statement is July 11, 2005.
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SUMMARY
ompany

e are currently a subsidiary of LMC, and our assets and businesses consist of 100% of Ascent Media Group, Inc., which we consolidate, and LMC's 50% interest in Discovery
nmications, Ine. which we account for using the equity method of accounting. Prior to the spin off, LMC will transfer $200 million in cash to a subsidiary of our company. Follo
1 off, we will be an independent publicly traded company, and LMC will not retain any ownership interest in us. In connecticn with the spin off, we and LMC are entering into
agreements pursuant to which we will obtain certain management and other services, and we and LMC will indemnify each other against certain liabilities that may arise from
ive businesses. See "Certain Inter-Company Agreements.”

scent Media Group, Inc., which we refer to as Ascent Media, is 8 wholly owned subsidiary of ours. As part of its internal restructuring to effect the spin off, LMC intends to con
Media to a Delaware limited liability company. Ascent Media provides ereative, media management and network services to the media and entertainment industries. Its clients
major metion picture studios, independent producers, broadcast networks, cable programming networks, advertising agencies and other companies that produce, own and/or
te enlertainment, news, sports, corporate, educational, industrial and advertising content.

scovery Communications, Inc., which we refer to as Discovery, is a global media and entertainment company whose aperations are organized into three business vnits: Discove
¢s U8, Discovery international networks and Discovery commerce, education and other. Through ane of our subsidiaries, we own 50% of Discovery. Discovery has grown fro
perty, Discavery Channel, to current global operations in over 160 countries with over | billion total cumulative subseription units. As used in this document, the term "subscri
weans, for each separate network or other programming service that we offer, the number of television houscholds that are able to receive that network or programming service :
ble, satellite or other television provider, and the term "cumulative subseription units" refers to the sum of such figures for multiple networks and/or programming services,

1g: (1) multiple networks received in the same household, (2} subscription units for joint venture networks, (3) subseription units for branded programming blocks, which are

ly provided without charge, and (4) honseholds that receive Discovery programming netwarks from pay-television providers without charge pursuant o various pricing plans tk
{ree periods and/or free carriage. Discovery produces oniginal programming and acquires content from numerous producers worldwide that is failored to the specific needs of
around the globe. Discovery has 21 network entertainment brands, including Discovery Channel, TLC, Animal Planet, Travel Channel, Discovery Health Channel, Discovery |
mily of digital channels. Discovery's networks are carried by the largest cable television and satellite distributors in the United States and abroad. Discovery also distributes BE
a to cable and satellite operators in the Uniled States.

1en we refer to "our businesses” in this information statement, we are referring to the businesses of Ascent Media and Discovery and their subsidiaries and equity affiliates.
r principal executive offices are located at 12300 Liberty Boulevard, Englewood, Colorado 80112, Our main telephone number is (720) 875-4000.

in Off

e following is a brief summary of the terms of the spin off. Please see "The Spin Off" for a more detailed deseription of the matters described beiow.

1




What is the spin off?

In the spin off, LMC will distribute to its shareholders all of the shares of our common stock that it owns. Following the spin off, we will be a separate company from LMC, at
LMC will not have any ownership interest in us. The number of shares of LMC common stock you own will not ¢hange as a result of the spin off.

What is being distributed in the spin off?

Approximately 268 million shares of our Series A common stock and 12 million shares of our Series B common stock will be distributed in the spin off, based upon the numbs
shares of LMC Series A commeon stock and LMC Series B common stock outstanding on April 29, 2005. The shares of our common stock to be distributed by LMC will const
all of the issued and outstanding shares of our commeon stock immediately after the distribution.

What is the record date for the spin off?

The record date is July 15, 2005, and record ownership will be determined as of 5:00 p.m., New York City fime, on that date. When we refer to the "record date," we are refern
the foregoing time and date.

What will I receive in the spin off?

Holders of LMC Series A common stock will receive a dividend of 0.10 of a share of our Series A common stock for each share of LMC Series A common stock held by them
the record date, and holders of LMC Series B common stock will receive a dividend of 0.10 of a share of our Series B commen stock for every share of LMC Series B commor
stock held by them on the record date. At the time of the spin off, each share of our Series A common stock and our Series B common stock will have attached to it one preferr
share purchase right of the corresponding series, as more fully described in this information statement. See "Description of Our Capital Stock—Sharcholder Rights Plan.*

What is the reason for the spin off?
The potential benefits considered by LMC's board of directors in making the determination to consummate the spin off included the following:

. enhancing the ability of LMC to issue equity and equity-linked securities, by reducing the perceived discount from net asset value reflected in the trading prices of LMC
common stock; and

. enabling investors to invest more directly in our interest in Discovery, thereby facilitating our ability to raise capital and pursue acquisitions using our securities as
consideration,

See "The Spin Off—Reasons for the Spin Off."

What do I have to do te participaie in the spin off?

Nothing. Shareholders of LMC on the record date for the spin off are not required to pay any cash or deliver any other consideration, including any shares of LMC common sto
for the shares of our commen stock distributable to them in the spin off.

How will LMC distribute shares of Discovery Holding common stock fo me?

Helders of shares of either series of LMC commeon stock on the necord date will receive shares of the same series of our common stock in the same form, certificated or book er
s the form in which the recipient shareholder held its shares of LMC commen stock on the record date.
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If 1 sell, before the distribution date, shares of LMC common stock that [ held on the record dave, am I still entitled to receive shares of Discovery Holding common stock
distribiuttable with respect fo the shares of LMC common stock I sold?

No. No ex-dividend market will be established in LMC common stock until the distribution date. Therefore, if you own shares of either series of LMC common stack on the:
date and thereafter sefl those shares prior to the distribution date, you will also be selling the shares of our common stock that would have been distributed to you in the spin ¢

respect to the shares of LMC commeon stock you sell.
How will fractional shares be treated in the spin off?
Tf you would be entitled to receive a fractional share of our commion stack in the spin off, you will instead receive a cash payment. See "The Spin Off—Treatment of Fraction

Shares” for an explanation of how the cash payments will be determined.

What is the distribution date for the spin off?

Shares of our common stock will be distributed by the distribution agent, on behalf of TMC, on or about July 21, 2005

What are the federal income tax consequences to me af the spin off?

LMC has obtained a private letter ruling from the IRS to the effect that the spin off will qualify as a tax-free transaction under Sections 355 and 368(a)(1)(DD) of the Internal R
Code and that, accordingly, for U.S. federal income tax purposes, no gain or loss will be recognized by, and no amount will be inciuded in the income of, & holder of LMC co
stock upon the receipt of shares of cur common stock pursuant to the spin off. In addition, the spin off is conditioned upon the receipt by LMC of the opinion of Skadden, Ar
Slate, Meagher & Flom LLP, to similar effect, A holder of LMC common stock will generally recognize gain or Joss with respect to cash received in lieu of a fractional share

commor stock.

Please see "The Spin Off—Material U.S. Federal Income Tax Consequences of the Spin Off* and "Risk Factors—Factors Relating to the Spin Off—The spin off could result
significant tax liability® for more information regarding the private letter ruling and the tax opinion and the potential tax consequences to you of the spin off.

Daes Discovery Holding intend fo pay cash dividends?

No. We currently intend to retain future eamings, if any, to finance the expansion of our businesses. As a result, we do not expect to pay any cash dividends in the foreseeable
All degisions regarding the payment of dividends by our company will be made by our board of directors, from time to time, in accordance with applicabie law.

Where will Discovery Holding common stock trade?

Currently, there is no public market for our common stock. We have applied to list our Series A common stock and Series B common stock on the Nasdag National Market ur
the symbols "DISCA" and "DISCB," respectively.

On July &, 2005, when-issued trading in our Series A common stock commenced on the OTC Bulletin Board under the symbol *DCHAV."” As of the date hereof, there are no
for our Series B common stock fo trade on a when-issued basis, however, & when-issued trading market in our Series B commeon stock may commence between the record dat
the distribution date, When-issued trading of our commaon stock, in the context of the spin off, refers to a transaction effected before the distribution date and made conditiona
because the securities of the spun off entity have not yet been distributed. When-issued trades generally settle within two days after the
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distribution date. On the distribution date, any when-issued trading in respect of our common stock will end and regular way trading will begin. Regular way trading refers to
after the security has been distributed and typically involves a trade that settles on the third full trading day following the date of the sale transaction. We cannot predict the tr:
prices for our common stock before or after the distribution date.

Do I have appraisal rights?

No. Holders of LMC commaon stock are not entitled to appraisal rights in connection with the spin off,
Wha is the transfer agent for your common stock?

EquiServe Trust Company, N.A.

Who is the distribution agent for the spin off?

EquiServe Trust Company, N.A.

ary Selected Financial Data

he following tables present selected historical information relating to our combined financial condition and results of operations for the three months ended March 31, 2005 anc
r the three years ended December 31, 2004. The quarterly information is derived from our unaudited condensed combined financial statements, and the annual information is de
ur audited combined financial statements for the corresponding periods. The data should be read in conjunction with eur combined financial statements and " Aanagement's
siom and Analysis of Financlal Condition and Results of Operations " included elsewhere herein.

December 31,
March 31,
2005 2004 2003 2002
amounts in thonsands
1y Balance Sheet Dava:
nent in Discovery $ 2,965,139 2,945,782 2,863,003 2,816,513
ty and equipment, net 3 261,603 258,741 257,536 300,496
ble assets, net % 2,140,551 2,140,355 2,136,667 2,112,544
s5ets $ 5,577,710 _ 5,564,828 5,396,627 5,373,150
neluding current portion $ — — — 401,984
linated notes payable to LMC 5 — — — 205,299
s investment $ 4,360,610 4,347,279 4,260,260 3,617,417
Three monihs ended March 31, Years ended December 31,
2005 2064 2004 2003 2002
amounts in thousands,
except per share amounts
vy Statement of Operations Data:
e :3 174,290 145,943 631,215 506,103 539,333
ing income (loss} $ 2,877 5914 16,935 (2,404) (61,452)
f earnings (losses) of Discovery $ 22,814 10,449 84,011 37,271 (32,046)
nings (loss) $ 16,823 11,920 66,108 (52,394) (129,275)
ted pro forma basic and diluted net eamings (loss) per
n share(1) $ 0.06 0.04 0.24 .19 (0.46)



Unandited pro forma basic and diluted net earnings (loss} per common share is based on 280,001,000 common shares for the three months ended March 31, 2005 and 2004 ar
279,996,000 common shares for the years ended December 31, 2004, 2003 and 2002, which is the number of shares that would have been issued on March 31, 2005 and
December 31, 2004, respectively, if the spin off had been completed on such dates.




RISK FACTORS

An investment in our common stock involves risk. You should carefully consider the risks described below, together with all of the other information included in this information
rent in evaluating otr company and our common stock. Any of the following risks, if realized, could have a material adverse effect on the value of our common stock.

rs Relating to our Business

Ve are a holding company, and we could be unable in the futire to obtain cask in emounts sufficient to service our financial obligations or meet our other commitments.
“to meet onr financial obligations and other contrachal commitments depends upon our ability to access cash. We are a holding company, and our sources of cash include our
ble cash balances, net cash from the operating activities of our subsidiaries, any dividends and interest we may receive from our investments, availability under any credit facilif
¢ may obtain in the future and proceeds from any asset sales we may undertake in the future. We currently have no plans with respect to any credit facilities or asset sales. The
operating subsidiaries to pay dividends or to make other payments or advances to us depends on their individual operating results and any statutory, regulatory or contractual
tions to which they may be or may become subject.

Ve do not have access fo the cash that Discovery generates from iits eperating activities, Discovery generated approximately $125 million, $154 million and $139 million of ¢
s operations during the years ended December 31, 2004, 2003 and 2002, respectively, Discovery uses the cash it generates from its operations to fund its investing activities an
2 jts debt and other financing obligations. We do not have access to the cash that Discovery generates unless Discovery declares a dividend on its capital stock payable in cash,
13 any or all of its outstanding shares of capital stock for cash or otherwise distributes or makes paymenis to its stockliolders, including us. Historically, Discovery has not paid
nds on its capital stock or, with limited exceptions, otherwise distributed cash to its stockholders and instead has used all of its available cash in the expansion of its business an
- its debt obligations. Covenants in Discovery's existing debt instruments also restrict the payment of dividends and cash distributions to stockholders. We expect that Discover
le to apply its svailable cash to the expansion of its business. We do not have sufficient voting control to cause Discovery to pay dividends or make other payments or advance:
otders, or otherwise provide us access to Discovery's cash.

e have no operating history as a separate comipany upon which pos can evaluate our performance.  Although our subsidiary Ascent Media was a separate public company
: 2003 (when LMC acquired the outstanding shares of Ascent Media that it did not already own), we do not have an operating history as a separate public company. According]
an be no assurance that cur business strategy will be successful on a long-term basis. We may not be able to grow our businesses as planned and may not be profitable.

ur historical financial information may not be representative of our results as a separate company.  The historical financial information included in this information staten
it necessarily reflect what our results of operations, financial condition and cash flows would have been had we been a separate, stand-alone entity pursuing independent strateg
the periods presented.

‘e do not have the right to manage Discovery, which means we cannot cause Discovery to operate in a manner that is favorable to us.  Discovery is managed by its stockh
han & board of directors. Generally, all actions 1o be taken by Discovery require the approval of the holders of a majority of Discovery's shares; however, pursuant to a Steckho
nent described below, the taking of certain actions (including, ameng other things, a merger of Discovery, or the issuance of additional shares of Discovery capital stock or epp
1al business plans) require the approval




holders of at least 80% of Discovery's shares, Because we do not own a majority of the outstanding equity interests of Discovery, we do not have the right to manage the busin
iirs of Discovery. Although our status as a 50% stockholder of Discovery enables us to exercise influence over the management and policies of Discovery, such status does not.
ause any actions to be taken. A subsidiary of Cox Communications, which we refer to as Cox Communications, and Advance/Newhouse Programming Partnership, which we 1
vance/MNewhouse, each hold a 25% interest in Discovery, which ownership interest enables each such company to prevent Discovery from taking actions requiring 80% approve

ctions to be taken by Discovery that require the approval of a majority of Discovery's shares may, under certain circumstances, result in 2 deadlock. Because we own a 50% i
covery and each of Cox Communications and Advance/Newhouse own a 25% interest in Discavery, a deadlock may oceur when the stockhelders vote to approve an action that
es majority approval. Accordingly, unless either Cox Communications or Advance/Newhouse elects to vote with us on items that require majority action, such actions may not
Pursuant to the terms of the Stockholders' Agreement, if an action that requires approval by a majority of Discovery's shares is approved by 50%, but not more than 50%, of th
nding shares then the proposed action will be submitted to an arbitrator designated by the stockholders. Currently, the arbitrator is John Hendricks, the founder and Chairman of
very. Mr. Hendricks, &s arbitrator, is entitled to cast the deciding vote on matters where the stockholders have deadlocked because neither side has a maj ority. Mr, Hendricks,
er, is niot obligated to take action to break such 2 deadlock. In addition, Mr. Hendricks may elect to approve actions we have opposed, if such a deadlock exists. In the event of
s among the stockholders of Discavery, the possibility of such a deadlock could have a material adverse effect on Discovery's business.

he liguidity and valiue of our interest in Discovery may be adversely affected by a Stockholders' Agreement to which we are a party.  Our 50% interest in Discovery is subj
ms of a Stockholders’' Agreement among the holders of Discovery capital stock. Among other things, the Stockholders' Agreement restricts our ability to directly sell or transfer
t in Discovery or to borrow against its value. These restrictions impair the liquidity of our interest in Discovery and may make it difficult for us to obtain full value for our inter
/ery should sach a need arise. In the event we chose to sell all or & portion of our direct interest in Discovery, we would first have to obtain an offer from an unaffiliated third pe
en offer to sell such interest to Cox Communications and Advance/Newhouse on substantially the same terms as the third party had agreed to pay.

"wither Cox Communications or Advance/Newhouse decided to sell their respective interests in Discovery, then the other of such two stockholders would have a right fo acquir
ts on the ferms set by a third party offer obtained by the selling stockholder. If the non-selling stockholder ¢lects not to exercise this acquisition right, then, subject to the terms
olders' Agreement, we would have the opportunity to acquire such interests on the tenms set by a third parly offer obtained by the selling stockholder. We anticipate that the pu
» acquire the interests held by Cox Communicstions or Advance/Newhouse would be significant and could require us to obtain significant funding in order to raise sufficient fu
se one or both of their interests. This opportunity to purchase the Discovery interests held by Cox Communications and/or Advance/Newhouse may arise (if at all) at a time wh
be difficult for us to raise the funds necessary to purchase such interests.

MC has had discussions from time to time with Cox Commumications and Advance/Newhouse regarding the acquisition of their interests in Discovery, including a potential
ge of their Discovery interests for shares of our common stock. The discussions, which were preliminary in nature, did not result in any agreement, amrangement or understandi

ing such a transaction. Prior to the spin off, LMC and our company elected to terminate such discussions and there are no cwrent
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to resume such discussions. We do not have the ability to require Cox Communications or Advance/Newhouse to sell their interests in Discovery to us, nor do they have the ah
re us to sell our interest to them. Accordingly, the current governance relationships affecting Discovery may continue indefinitely.

Because we do not control the business management practices of Discovery, we rely on Discovery for the financial information that we use in accounting for our ownershi;
o5t in Discovery.  'We account for onr 50% ownership interest in Discovery using the equity method of accounting and, accordingly, in our financial statements we record our
scovery's net income or loss. Because we do not control Discovery's decision-making process or business management practices, within the meaning of 17.8. accounting rules, v
scovery to provide us with financial information prepared in accordance with generally accepted accounting principles, which we use in the application of the eguity method. W
d into an agreement with Discovery regarding the use by us of certain information regarding Discovery in connection with our financial reporting and disclosure requirements
: cormpany, See "Certain Inter-Company Agreements—Information Agreement with Discovery,” However, such agreement limits the public disclosure by us of certamn non-put
nation regarding Discovery (other than specified historical financial information), and also restricts our ability to enforce the agreement against Discovery with a lawsuit seckin
tary damages, in the absence of gross negligence, reckless conduct or willful misconduct on the part of Discovery. In addition, we cannot change the way in which Discovery r¢
ancial results or require Discovery to change its internal controls over financial reporting.

Ve cannot be certain that we will be successful in infegrating businesses we may acquire with our existing businesses.  Our businesses may grow through acquisitions in s
ts. Integration of new businesses may present significant challenges, including; realizing economies of scale in programming and network operations; eliminating duplicative
eads; and inlegrating networks, financial systems and operational systems. We cannot assure you that, with respect to any acquisition, we will realize anticipated benefits or
ssfully integrate any acquired business with our exjsting operations. In addition, while we intend to implement appropriate controls and procedurés as we integrate acquired
nies, we may not be able to certify as to the effectiveness of these companies' disclosure controls and procedures or internal centrol over financial reporting (as required by rec
Iments to U.S. federal securities laws and regulations) until we have fully integrated them.

\cquisitions to be made by Discovery will require our approval; however, we do not unilaterally have the power 1o cause Discovery to acquire any particular business or asset. "
rement of Discovery has responsibility for integrating the operations of any acquired businesses and establishing internal control over financial reporting and for other purposes
not have the power to mandate that Discovery [oliow the same procedures and internal controls that we require of our subsidiaries.

| loss of any of Ascent Media's large customers would reduce our revertwe.  Although Ascent Media serviced over 4,000 customers during the year ended December 31, 20(
gest customers accounted for approximately 45% percent of its consolidated revenue and Ascent Media's single largest customer accounted for approximately 7% percent of its
idated revenue during that period. The loss of, and the failure to replace, any significant portion of the services provided to any significant customer could have a material adve
on the business of Ascent Media.

scent Media's business depends on certain client industries.  Ascent Media derives much of its revenue from services provided to the mation picture and television product]
ries and from the data transmission industry. Fundamental changes in the business practices of any of these client industries could cause a material reduction in demand by Asc
s clients for the services offered by Ascent Media. Ascent Media's business benefits from the volume of content being created and distributed rather than the success or popula:
of an individual television show,




1ercial or feature film. Accordingly, a decrease in either the supply of, or demand for, original entertainment content would have a materiat adverse effect on Ascent Media's re:
tions. Because spending for television advertising drives the production of new television programming, as well as the production of television commercials and the sale of exi
nt Jibraries for syndication, a reduction in television adverti sing spending would adversely affect Ascent Media's business. Factors that eould impact television advertising and |
al demand for original entertainment content include the prowing use of personal video rccorders and video-on-demand services, continued fragmentation of and competition fi
ion of television audiences, and general economic conditions.

“hanges in technology may limit the competitiveness of and demand for our services.  The post-production industry is characterized by technological change, evolving cust

and emerging technical standards, and the data transmission industry is currently saturated with companies providing services similar to Ascent Media's. Obtaining access to a
slogies that may be developed in Ascent Media's industries will require capital expenditures, which may be significant and may have to be incurred in advance of any revenue {
e generated by such new technologies. In addition, the use of some technologies may require third party licenses, which may not be available on commercially reasonable term
ugh we believe that Ascent Media will be able to continue to offer services based on the newest technologies, we cannoet assure you that Ascent Media will be able to obtain ang
technologies, that Ascent Media will be able to effectively implement these technologies on a cost-effective or timely basis or that such technologies wili not render obsolete A,
's role as a provider of motion picture and television production services. If Ascent Media's competitors in the data transmission industry have tectmology that enables them to
le services that are more reliable, faster, less expensive, reach more customers or have other advantages over the data transmission services Ascent Media provides, then the der
cent Media's data transmission services may decrease.

‘echnology in the video, telecommunications and data services industry is changing rapidly. Advances in technologies such as personal video recorders and video-on-demand a
es in lelevision viewing habits facilitated by these or other technologies could have an adverse effect on Discovery's advertising revenue and viewership levels. The ability to
yate changes in, and adapt to, changes in technology and consumer tastes on a timely basis and exploit new sources of revenue from these chenges will affect the ability of Disc
tinue to grow, increase its revenue and number of subscribers and remain competitive.

| labor dispute muay disrapt eur business.  The cost of producing and distributing entertainment programming has increased substantially in recent Years due to, among other
reasing demeands of creative talent and industry -wide collective bargaining agreements.

scent Media employs approximately 3,800 persons, some on a project-by -project basis. Approximately 310 of Ascent Media's creative and technical personnel in the United St
sject to one of five collective bargaining agreements with the International Alliance of Theatrical Stage Employees, although the number of personnel subject to such agreemen
from time to time for speeific client projects. Three of these agreements are due to be renegotiated in the near future, a fourth is finalized and in draft form waiting final executi
arties and the remaining agreement, which covers a majority of Ascent Media's union employees, is due to expire in Janvary 2007. Additionaily, approximately 40 members of
sasting Entertainment Cinematograph and Theatre Union are currently employed at various facilities of Ascent Media in the United Kingdom, althongh the collective bargainin
ients governing such employees have expired. An Ascent Media subsidiary is also a signatory to an agreement with the Screen Actors Guild, which governs employment terms
over performers that may be hired by the company from time to time for specific client projects. Ascenit Media has not had any strikes or significant work stoppages in over fiv
nerally believes that its relations with union and non-union




